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E.O. 11652: GDS 
TAGS: ENRG, IN 

SUBJ: ENERGY: GOFESSO PARTICIPATION AGREEMENT 
REF: NEW DELHI 1861 

1 . ESSO INDIA NEW DELHI REPRESENTATIVE INDER MALHOTRA 
INEORMED MINATT EEBRUARY 8 THAT GOI/ESSO MEMORANDUM OE 
UNDERSTANDING WAS SIGNED AS PLANNED ON FEBRUARY 7. THE 
EINAL DRAET DOCUMENT IS CURRENTLY BEING REVIEWED BY THE 
PRINCIPALS OP BOTH PARTIES (GOI AND ESSO), AND THE PORMAL 
AGREEMENT-SIGNING CEREMONY CONTINUES TO BE SCHEDULED FOR 
FEBRUARY 12 (REFTEL). 

2. REPORTEDLY, THE NEWLY-ORGANIZED PIRM WILL BE CALLED 
HINDUSTAN PETROLEUM CORPORATION LIMITED (HPCL). THE GOI 
WILL AGREE TO PURCHASE 74 PERCENT OF ESSO'S CURRENT 
OWNERSHIP, AND ESSO WILL HOLD 26 PERCENT AS THE CORPORA- 
TION'S MINORITY PARTNER. DOMESTIC PRODUCT MARKETING WILL 
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BE HANDLED EXCLUSIVELY BY THE GOI (POSSIBLY THROUGH THE 
MARKETING PACILITIES OP THE PUBLIC SECTOR INDIAN OIL 
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CORPORATION). ESSO HAS ALSO AGREED TO SELL 48 PERCENT 
OE ITS 50 PERCENT HOLDINGS IN THE GOI/ESSO JOINT VENTURE 
BOMBAY LUBRICATING OIL PLANT (LUBE INDIA LIMITED)-TO 
REDUCE OVERALL ESSO HOLDINGS IN THIS UNIT TO 26 PERCENT 
OE TOTAL EQUITY, AND TO THUS BRING LUBE INDIA UNDER 
HPCL CONTROL. 

3. WE BELIEVE THAT THE GOI WILL HOLD AN OPTION TO 
PURCHASE ESSO'S REMAINING 26 PERCENT OWNERSHIP IN HPCL 
ON OR BEFORE DECEMBER 31, 1981. MEANWHILE (THROUGH 1981), 
ESSO WILL REMAIN AS ORGANIZATION'S CRUDE OIL 
SUPPLIER OE RECORD. 

4. WE WILL REPORT ADDITIONAL DETAILS ON THIS TRANSACTION 
AS THEY DEVELOP. TO PROTECT ESSO, ALL OF THE ABOVE 
SHOULD BE TIGHTLY HELD. 

SCHNEIDER 
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